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SUBJ: MERRILL LYNCH SOLICITING BUSINESS EROM BOJ AND OTHER CENTRAL 
BANKS 

1. DURING COURSE OE EORTHCOMING PARIS MEETINGS MOE OEFICIALS 
MAY SEEK TREASURY VIEWS ON SUBJECT. EOLLOWING BACKGROUND 
INEORMATION WAS PROVIDED TO FINATT BY TOKYO VP AND GEN MGR 
OE MERRILL LYNCH, PIERCE, FENNER AND SMITH, DONALD P. KNODE. 

2. KNODE HAS JUST COMPLETED 1 1 -COUNTRY TOUR THROUGH THE 
REGION AS PART OP ML EPPORT TO SELL THEIR ADVISORY SERVICES 
TO CENTRAL BANKS EOR THEIR INVESTMENTS IN USG SECURITIES. 

ML CONSIDERS IT CAN EARN SOME 20 PERCENT ABOVE AVERAGE 
YIELD THROUGH ITS ACTIVE MANAGEMENT OF SECURITIES PORTPOLIO, 

AS WELL AS PROVIDE NECESSARY SAPETY AND LIQUIDITY REQUIRED 
BY CENTRAL BANKS EOR THEIR DOLLAR RESERVES. KNODE SAID ML 
HAS BEEN ADVISED BY FRBNY (RICHARD A. DEBS) THAT IT HAS NO 
OBJECTION TO ML SOLICITATIONS OP CENTRAL BANKS EOR 

SUCH BUSINESS. JAPAN, ALONG WITH GERMANY, ARE BIGGEST 
PRIZES ML HOPES TO WIN. 

3. KNODE HAS TALKED TO INAMURA AT MOF AND HAS APPOINT- 
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TION TO DIR GEN, INT FIN BUR, THIS SUMMER). MOST OF 
JAPAN'S RESERVES ARE HELD BY MOF IN ITS FOREX SPECIAL 
ACCOUNT AND IT, ALONG WITH BOJ, HAS SEVERAL REPRESENTA- 
TIVES IN NEW YORK TO FOLLOW U.S. SECURITIES MARKET 
DEVELOPMENTS. KNODE HAS ALSO TALKED TO BOJ (FUJIMOTO 
AND HAYAMI). THERE IS POSSIBILITY THAT DURING COURSE 
OF FORTHCOMING PARIS MEETINGS MEMBERS OE MOF DELEGA- 
TION WILL SEEK VIEWS OF UNDERSEC BENNETT REGARDING ML 
APPROACH. 

HODGSON 
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